
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world byJSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.istor.org/participate-istor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



NORTH AMERICAN REVIEW 

NO. DCXLVI. 



SEPTEMBER, 1909. 



BOND ISSUES FOR PERMANENT NATIONAL 
IMPROVEMENTS. 



BX BIGHABD BAETHOM)T. 



In the earliest days of the history of our nation the fathers 
firmly established the policy of pay-as-you-go, and the wisdom of 
it no one will question when it is applied to conditions as they 
existed then, or to the current expenses of Government to-day, or 
in any future time. But during our brief existence we have seen 
many radical changes take place through the expansion of terri- 
tory and the colossal growth of commercial interests — of supply 
and demand — inaugurating a new era, with new necessities which 
y^e must consider. 

There was a time — and it was not so very long ago — ^when at 
least one of the great political parties seriously questioned the 
constitutionality of internal improvements if undertaken by the 
national Government. Luckily, that day is so completely passed 
that the thought is utterly forgotten. But for a long period 
following the people only indifferently accepted or quietly ac- 
quiesced in the new policy of their far - seeing statesmen who 
sought aid of the Government in the improvement of rivers and 
harbors as a means of accommodating the growing commerce of 
the country. Fully realizing the benefits of cheap water trans- 
portation — and while a few organizations here and there were 
petitioning for an established policy of improvement on a larger, 
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broader scale — the masses of the people were quite content trith 
such appropriations as their representatives could secure from 
Congress after all of the ordinary needs of the Government in 
other directions had been met. This period lasted well into the 
latter part of the last century. 

Then there came a great change. The people suddenly awakened 
first to the importance of improving and maintainiug the water- 
ways as natural, channels of trade, not alone in competition with 
the railroads and to regulate railroad rates, but to relieve the 
railroads of the burden of traffic which was becoming greater than 
they could bear and to facilitate transportation everywhere to 
the very great advantage of the whole country. Organizations 
were formed all over the country for the promotion of special 
projects, and demands upon Congress for larger appropriations 
became more and more urgent. The increasing occurrence of 
freight congestion, always at a time most disastrous to the pro- 
ducer, and the lack of convenient transportation in many locali- 
ties have stimulated the appreciation of this need until to-day 
the demand has assumed the proportion of a great papular move- 
ment which has drawn into it by its own momentum a large 
majority of the people of the entire United States. Both political 
parties are pledged to it and neither can afford to ignore it. 

It is the question of the hour; but another arises demanding 
grave consideration: How shall Congress meet the demand? 
The increasing cost of Government alone is more and more 
greedily devouring our entire revenues. There is nothing left 
for these great improvements. Shall progress be halted? Shall 
the wheels of Commerce be retarded and all of the benefits which 
are incalculable be withheld from the people because our revenues 
do not exceed our expenditures sufficiently to pay for improve- 
ments so obviously required to meet the conditions of growth and 
prosperity in the nation ? If that be the reply, I say most earnest- 
ly that these improvements will never be made either during the 
life of the present or that of future generations. If we miist 
depend solely upon the annual surplus in the treasury, then we 
must abandon our demands ; for the simple reason that there will 
either be no surplus at all or it M'ill be so small as not to amount 
to a drop in the bucket compared with what is absolutely neces- 
sary to carry out the great projects confronting us in the necessi- 
ties now forcing themselves upon the attention of every one. 
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We have come gradually up to the point of appreciating these 
necessities. The need of permanent improvements along various 
lines has grown upon us slowly. But we do appreciate them 
to-day, and the people of the United States will not turn back 
willingly and abandon the demands. Some means must be de- 
vised to meet them. Early in 1907, when the movement was 
still comparatively in its infancy, I introduced in the House of 
Kepresentatives — ^the first bill of its kind ever iutroduced in the 
House — a bill authorizing the issue of waterway bonds to the 
amount of $500,000,000 for the purpose of establishing a great 
national system of improvement. I well remember the scepticism, 
derision and hostility with which the idea was greeted in many 
quarters. Even friends of waterway improvements shrugged their 
shoulders, and the Waterway Congress, while flirting with the 
idea, did not dare to espouse it openly. 

Since then there has been a great change. President Eoosevelt 
and President Taft and the National Elvers and Harbors Con- 
gress are on record as heartily endorsing the plan, and another 
bill has been introduced in Congress with precisely the same end 
in view. 

The public at large has learned to understand and appreciate 
the need, but possibly has not yet looked deeply into the ways 
and means, and to give briefly the reasons for my advocacy of 
specific bond issues for specific permanent improvements may 
lend some aid to the considerations. It has been and is the 
practice of Congress to provide first for the running expenses 
of Government and then, if anything is left, to set it aside for 
public buildings and other permanent improvements. If all of 
the revenues are needed for the regular expenses of the national 
household it is the doubtful privilege of friends of internal im- 
provements to hold the bag. If the Government ever enters upon 
a policy of broad and systematic internal improvement an annual 
budget must be provided for the purpose the same as for the 
army and the navy and for all other departments. Possibly it 
might be done even now, under a readjustment of expenditures 
in a way to prevent the military and naval budgets from devour- 
ing more than two-thirds of our entire revenue; but for years 
to come, at least, such a readjustment would be practically im- 
possible. We may live to see the day, but under the present 
system what must be the result? Suppose that matters shaped 
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themselves so fortunately that three million a year could be 
appropriated for the proposed fourteen-foot waterway from the 
liakes to the Gulf. It would not be finished in fifty years. Must 
a whole generation go down to the grave before advantages so 
apparent to all can be secured, because the richest nation on the 
earth will not do what smaller and poorer ones have done long 
ago? 

jSTo one can possibly contend that it is anything but a ques- 
tion of money, and this being the case, we may well ask whether 
all of the grand projects of national improvement — whether, for 
example, the plan to secure navigable channels from the Lakes 
to the Gulf, ia the upper Mississippi, the Missouri, the Ohio 
and other rivers — must wait until the ordinary revenues have 
yielded a sufficient surplus to pay for them. I say no — a thou- 
sand times no. Already the people have waited too long and 
too patiently, and from the temper of the conventions which have 
been held all over the country it is obvious that any good and 
equitable method of raising the money will meet with public 
approval and be satisfactory to the people. 

The individual mortgages his property, making himself so 
much the poorer, in a sense, for the increased gain to his busi- 
ness. The Government pledges its integrity in the issue of bonds, 
increasing its burden only to the extent of the interest, increasing 
the real value of the country manifold for every dollar expended, 
developing and increasing the earning power of commercial inter- 
ests, increasing the wealth of the whole country as well as increas- 
ing the revenues of the Government to an extent wholly out of 
proportion with the increased burden — which looked at in some 
lights is not a burden at all, but a blessing. For example: to 
authorize the issue of $500,000,000 of bonds during a period of 
ten years would suffice to complete all of the great waterway 
projects throughout the entire country which have already received 
the official recommendation of the United States Engineer Corps, 
and would forever solve the problem of the permanent improve- 
ment of ouj great waterways. It can be done in this way. It 
cannot be done in any other way. 

I am well aware of the prejudice which exists against an 
issue of bonds in time of peace. It is a prejudice which originates 
in our most excellent pay-as-you-go system and is thoroughly justi- 
fied if the Government proposes to mortgage the future for 



BOND I88UE8. 293 

present running expenses. But when we contemplate an ex- 
traordinary expenditure, assuring a fabulous return in the prog- 
ress and prosperity of the country for every dollar, with its 
guaranties of permanent investment ' for the lasting benefit, not 
of the present alone, but of ail future generations, the case is very 
different and the prejudice is unfounded. No living American 
has dreamed of objecting to the issue of bonds to cover the cost 
of the Panama Canal, though this is a gigantic work which we 
have undertaken for the whole world — really more for the outside 
world than for ourselves, because as a nation we are practically 
without a merchant marine to take advantage of the benefits of 
the canal. Why, then, should there be objection to the same 
method and to undertaking the gigantic work of a complete 
system of internal waterways at no greater cost, requiring no 
more time, the inestimable and untold benefits of which would 
bo exclusively in the interests of the people of all the United 
States? Ought not charity to begin at home? Surely it will 
not be urged that the Panama Canal can be as important to 
Americans as a great system of waterways through the heart of 
our own continent. But even if the projects were of equal im- 
portance, why not meet the demands at home by the same means 
with which we are meeting them abroad ? 

An incorrect impression has obtained in some quarters, en- 
dorsed by a statement recently made by a justice of the Supreme 
Court on the lecture platform, that we are running in debt. He 
must have had State and mimicipal indebtedness in mind, for 
as to the nation the assertion is hardly justified. On accoxmt of 
the Spanish war we issued $198,000,000 three-per-cent. bonds, 
and $30,000,000 of two-per-cent. bonds have been sold toward the 
construction of the Panama Canal. These were extraordinary ex- 
penses. On the other hand, the G-ovemment has redeemed two- 
per-cent. bonds of the loan of 1891 amounting to twenty-five and 
a half million. For the sinking fund it has purchased $87,- 
000,000 of the bonds belonging to the three, four and five per 
cent, loans, which is really a reduction of the national debt, 
since March, 1897, of $112,000,000. Incidentally, in the con- 
version of the three, four and five per cent, bonds to two per 
cent., $10,000,000 annually is saved in interest charges. In other 
words, but for the extraordinary expenditures our national debt 
has been reduced more than $112,000,000 during the last two 
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years, and the interest saved by the conversion of the bonds would 
pay the entire interest on the $500,000,000 loan for a great sys- 
tem of waterways. 

Those who have simply imbibed the national prejudice against 
bonded indebtedness and have not looked carefully into the sub- 
ject with a definite object in view may be interested in a com- 
parison of the United States with other great nations in this 
particular. In round numbers: 

The national debt of the United States is $994,000,000 

That of France is 6,000,000,000 

That of Russia is 4,000,000,000 

Great Britain 4,000,000,000 

Italy 3,000,000,000 

Spain 2,000,000,000 

Austro-Hungary 1,000,000,000 

The German Empire, plus the debts of the German States 4,000,000,000 

The United States, plus the debts of all the States 1,178,000,000 

The national debt of France, with not half of our population, 
is six times as large as ours; yet France, in her small territory, 
has expended more on river improvements since the Franco- 
(Jerman war than America has expended since the formation of 
the Government. 

National economists have long since ceased to regard public 
debt as an unmixed evil. It not onl)'^ affords in Government 
bonds the safest security for careful investors, but every one who 
has money invested in the Government finds his interest in- 
creased in its maintenance; and in the United States, where 
Government bonds are the recognized basis for national bank- 
note circulation, such bonds are a commercial necessity of the 
first importance. So there are ways in which a national debt 
is a national blessing; and while there is surely a limit beyond 
which national credit would be strained, beyond which, for other 
obvious reasons, it would not be wise to impose a bonded indebted- 
ness, few, I think, will deny that the United States might very 
materially increase the Government debt without detriment and 
with some benefit, so that if the cause be worthy the prejudice 
against bond issues for permanent improvements ought to be 
abandoned at once. 

Is the cause of a system of waterways worthy? Outside of 
those interested it may not be thoroughly comprehended; but it 
is a fact that the great rivers of the West are doomed to com- 
plete abandonment, and that in the near future, as means of 
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commercial intercourse, imless a national loan for their improve- 
ment makes their redemption possible. If the actual situation 
were generally known, nothing short of a bond issue would satisfy 
the people of the nation. The chances for all the great projects 
of permanent bettennent of the coimtry, now so alive ia the 
hearts of the people, are hopeless and will remain so as long as 
we must content ourselves with the crumbs which fall from the 
Government table. In fact, it becomes better and better apparent 
that there will be no crumbs at all. Oiir expenditures are already 
exceeding our revenues by many millions of dollars, and the public 
economy which is promised by Congress for the future simply 
means the cutting off of what little has beai received heretofore 
for the permanent benefit and progress sought along these lines. 

These are the reasons which have impelled me to assume the 
responsibility of advocating a bond issue for permanent im- 
provements, and I think they must convince any thoughtful man 
that the logic of the situation demands this course not only to 
prepare for the future, as is our absolute duty, instead of ex- 
hausting and depleting our present resources, not only to keep 
pace with and facilitate as we ought the progress and prosperity 
of the whole country for the benefit of coming generations, but 
to secure to-day for the consumers and producers of America the 
benefits of cheaper and more convenient transportation and the 
increased facilities made imperatively necessary in. the immediate 
present if we would not deliberately check the growth of which 
we are so proud and retard the increasing commerce which 
represents the wealth of the country. 

For the present and the future the demand for these great 
improvements is imperative, and a bond issue is the just and 
equitable means of meeting them, as well as the only means; 
for it lays a fair proportion of the burden for the works upon 
the future generations which will reap largely of the benefits; 
while it must also be borne in mind that every succeeding year 
under the benefits to be derived by the nation from these improve- 
ments will make the burden lighter, because it will increase the 
wealth and the earning power of the country and the revenues of 
the Government from which the incurred indebtedness must be 
met. As a business proposition it is wholly advisable. As a 
national duty it is imperatively necessary. 

Richard Bartholdt. 



